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Tax Breaks After 50 You
Can’t Afford to Miss

IRS tax code offers perks to taxpayers of a certain age

By Patricia Amend

If you're 50 or
older, there is
one benefit to
reaching this mile-
stone that you
may be overlook-
ing: tax breaks
aimed right at
you. Now you
can  contribute
more to your
Roth or traditional individual retire-
ment account (IRA), to your employer
-sponsored plan or to your health sav-
ings account (HSA) than you could
when you were younger. You can
even exclude more income from your
tax computations.

Congress included some of these
provisions in the Economic Growth
and Tax Relief Reconciliation Act,
which took effect in 2002, out of con-
cern that the boomer generation had
not saved enough for retire-
ment. Congress included other tax-
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saving provisions, such as a bigger
standard deduction, in the Tax Cut
and Jobs Act of 2017.

If you're behind on your retire-
ment savings, the tax law gives you a
chance to catch up. And if you're in
retirement, or near it, the tax code
allows you to pay a bit less in taxes.
That’s a combination you shouldn’t
pass up.

Continued on page 5
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Advice from the ‘Friends Talk Money’
podcast hosts and the IRS

By Richard Eisenberg

Sorry to be the bearer of bad news but filing your
2021 tax return may be one frustrating experience —
especially if you're expecting to get a refund.

Recently, U.S. Treasury Department officials con-
ceded in a phone call with reporters that the Internal
Revenue Service (IRS) will face "enormous challenges"
this filing season; the agency will start accepting federal
income tax returns Monday, January 24.

The problems? The IRS is backlogged, many cen-
ters that process paper returns have been closed due to
COVID-19 and the agency is understaffed (its customer
service workforce is down 40% since 2010). What's
more, last year's stimulus payments and the expanded
child-care tax credit have added filing complexity.

That means 2021 tax refunds are likely to be de-
layed; usually electronic refunds come three weeks after
filing, a week faster than ones for paper returns.

Based on last year's experience, getting answers
from the IRS will be even harder than usual, too. Accord-
ing to The Washington Post, the National Taxpayer Ad-
vocate watchdog group said that in 2021, just 3% of calls
were answered by the IRS' 1040 support line for individ-

ual income tax returns.

One important date
to know: For most people,
the tax-filing deadline
this year is
April 18th,
not April 15th, due to
Washington, D.C.’s
Emancipation Day.
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But in the new episode of the "Friends Talk Mon-

ey" podcast | host with personal finance mavens Terry
Savage and Pam Krueger, the three of us — along with
IRS spokesman Eric Smith offered advice to help taxpay-
ers file their returns.

I'll share tax tips from the podcast here. (You can
listen to the entire "Friends Talk Money" episode wher-
ever you get your podcasts or at the end of this article.)

One important date to know: For most people, the
tax-filing deadline this year is April 18th, not April |5th,
due to Washington, D.C.'s Emancipation Day. Residents
of Maine and Massachusetts have until April 19th because
of Patriots' Day in their state; victims of tornados and
wildfires in Colorado, lllinois, Kentucky and Tennessee
have a May |6th deadline.

Consider Filing Electronically
This Year

The top tip for your 2021 taxes from the "Friends
Talk Money" podcast hosts and Smith: file your return
electronically, rather than on paper, if you can. It's likely
to be processed faster that way and if you'll be due a re-
fund, it'll come sooner.

"Fewer mistakes happen when returns are filed
electronically," Smith said.

If you do expect a refund, tell the IRS you want to
get it by direct deposit; that'll save time, too. You can

track your refund status at the Where's My Refund? area

Continued on page 11
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By Sam Zimmerman and Sagewell Financial

You may have heard about the “Great Resignation”
amid the COVID-19 pandemic. But guess what? Younger
people aren’t the only ones leaving their jobs. Many older
Americans are departing the workforce—for good.

According to the Pew Research Center, in the
third quarter of 2021, about 50% of U.S. adults 55 and
older said they were out of the labor force due to retire-
ment, compared to about 48% in the third quarter of
2019. In addition, roughly 67% of 65— to 74-year-olds
were retired, compared with 64% during the same peri-
od in 2019.

With an influx of newly retired Americans, this is a
good time to take a look at how to save and pocket
more money during this next phase of your life, especially
as running out of money is often a big concern. To that
end, we've compiled a list of the top ways to save money
in retirement. Some of these might surprise you.

1. Take Advantage of Property Tax
Relief Programs

Many municipalities offer property tax breaks to
older Americans who meet income and residency re-
quirements.... [For Salem residents, go to https:/
salemva.gov/Departments/Commissioner-of-the-
Revenue/Real-Estate-Tax-Freeze to see if you qualify and

to apply.]

2. Consider Getting Long-Term Care
Insurance (LTCI)

No one likes to think about what will happen if you
get sick and can no longer live at home. Yet, long-term
care can quickly drain your savings if you’re not pre-
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6 Surprising Ways Older Americans Can

Save Money in Retirement

Use these tips to hold onto more cash

pared. According to insurance company Genworth, the
median annual cost for a private room in a nursing home
is about $105,000, and it’s almost $55,000 for home
health aide services.

“Someone turning 65 today has almost a 70%
chance of needing some type of long-term care services
and supports in their remaining years,” according to the
U.S. Department of Health & Human Services.

This is why long-term care insurance (LTCI) is
helpful. LTClI is private insurance designed to offer cover-
age for activities you can no longer do for yourself, like
getting dressed or taking a shower. This type of insur-
ance coverage can save you a ton of dough in the long
run. For example, if you don’t have LTCI, you could end
up spending your savings to pay for your ongoing care.
And, if you run out of savings, you may need to seek out
a nursing facility covered by government assistance.

Yet, if you have LTCI, you can rest easy knowing
that you'll get access to quality care faster, the insurance
will cover some or all of the costs, and you can hold on-
to your savings.

Insurance can be confusing and for this reason, we
recommend turning to a Sagewell Retirement Success
Advocate (RSA) to help you navigate the best insurance
plan for you.

3. Shop for Auto Insurance Savings
to Lower Your Bills

Did you know you can get lower auto insurance by
shopping around for better rates or switching compa-
nies? It’s true.

In addition, you may be able to lower your insur-
ance premium by taking a mature driver’s course or bun-
dling your home and auto insurance...

Need help saving money on your auto insurance?
Sagewell makes it easy for you to get the lowest rates
possible by shopping for you every six months.

4. Pocket More Cash with Savings
Programs for Older Americans

Did you know there are a myriad of savings pro-
grams available just for older Americans? In fact, there
are more than 10,000 ways to save, including discounts
on over-the-counter medications and utilities.

Continued on page 4
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Besides government savings programs, you may also
be able to save money at restaurants, clothing stores,
pharmacies, supermarkets, hotels, cruise lines, car rental
agencies, cell phone providers and even museums —
simply by asking for discounts. Here is a sampling of
where you can save money, according to U.S. News &

World Report:
e Denny’s and IHOP: 55-plus menu with discounted
prices

e Outback Steakhouse:10% off to AARP cardholders

¢ Amazon Prime: discounted membership to those with
a Medicaid card

¢ Kohl’s: senior discount of 15% every Wednesday

¢ Michaels: 10% off most purchases, including sales
items, every day for those ages 55 and older

e Marriott: 15% discount or more to those 62 and old-
er on stays at participating locations

e Best Western: gives older Americans 15% off when
booking reservations

e Amtrak: 10% off on most rail fares for older Ameri-
cans

Don’t Forget to Enroll Properly in
Medicare

In addition to the savings listed above, it’s also im-
portant to enroll properly in Medicare if you are 65 or
older to avoid penalties (more than 700,000 people pay a
Medicare penalty each year because they didn’t enroll
correctly!).

9. Postpone Claiming Social Security
if Possible

With so many older Americans retiring early, it
might be tempting to start taking Social Security at age 62,
the earliest you’re eligible.

Yet, if you can hold out until full retirement age
(between 66 and two months and 67, depending on when
you were born), this will yield you more money over the
course of your retirement years, according to Charles
Schwab.

In fact, if you receive your Social Security check up
to 36 months before your full retirement age, your bene-
fit is permanently reduced by five-ninths of 1% for each
month, according to Charles Schwab.

And, “if you start more than 36 months before your
full retirement age, the benefit is further reduced by five-
twelfths of 1% per month, for the rest of retirement,”
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states a Charles Schwab article.

Schwab illustrates this with an example of some-
one who started receiving benefits at age 62 but had a
full retirement age of 66 and 2 months. “In this case, the
reduced benefit calculation is based on 50 months. This
means that the reduction for the first 36 months is 20%
(five-ninths of 1% times 36) and 5.83% (five-twelfths of
I% times 14) for the remaining |4 months. Overall, your
benefits would be permanently reduced by 25.83%.”

6. Switch Banks

Changing banks is probably not at the top of your
mind when it comes to saving money, right?

Yet, if you want to avoid fees and actually hold on-
to more of your cash, this may be a wise idea, since
many banks charge fees for checks, overdrafts and other
services.

You may want to consider Sagewell, a bank ac-
count with no monthly fees, free checks and ongoing
guidance. Sagewell is also the only banking company of-
fering MyPaycheck, a build-your-own retirement
paycheck.

MyPaycheck is a no-cost feature that turns your
Social Security, pension, IRA withdrawal and any other
monthly or lump-sum income sources into one predicta-
ble paycheck that you'll receive bi-monthly — and early!
Better yet, your Retirement Success Advocate will help
you get started. [

Sam Zimmerman is the CEO and Cofounder of Sagewell,
where he's focused on building financial products that help
take the guesswork out of retirement. Sam spent the last nine
years in financial technology having worked as a quantitative
analyst and most recently as the cofounder of Freebird, a trav-
el insurance company that was sold to Capital One. Sam has
also worked at MIT and NASA in research roles in cybersecu-
rity, statistics and cognitive science. Read More

E. Sagewell By Sagewell Financial

Sagewell is the only one-stop-shop financial platform built using
modern technology exclusively for older adults. We use inno-
vative financial products and human support to help older
adults get the most out of their retirement savings and entitle-
ments.

We take the guesswork out of retirement by putting all of the
key retirement-related financial and health products under one
roof. As a result, our retirees make more confident aging relat-
ed decisions, worry less about financial exploitation and get
more out of their retirement.

Excerpted from 6 Surprising Ways Older Americans Can Save Money
in Retirement | from NextAvenue.org
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Contribute More to Your

Retirement Fund

For 2022, the contribution limit for employees who
participate in 401 (k), 403(b), most 457 retirement saving
plans and the federal government's Thrift Savings Plan
has been increased to $20,500, from $19,500 in 2021.
Employees 50 and older can add an additional $6,500,
for a total of $27,000.

The contribution limit for a traditional or Roth IRA
is unchanged at $6,000. The catch-up is $1,000, the
same as for 202I. It is $3,000 for a Savings Incentive
Match Plan for Employees (SIMPLE) plan.

However, many folks are missing this opportunity.
Despite generous catch-up provisions for those 55 and
older, just 15 percent of those who are eligible are mak-
ing them, according to the Vanguard Group’s “How
America Saves 2021” report.

At the same time, data from the National Retire-
ment Risk Index (NRRI) compiled by the Boston College
Center for Retirement Research indicates that half of all
American households won’t be able to afford their cur-
rent standard of living once their regular paychecks
stop. As of June 2020, 50 percent of married retirees
were relying on Social Security payments for half of their
income; for single people, that number was 70 percent.
For 2022, the average Social Security retirement benefit
is estimated at just $1,657 a month.

Those Retirement Contributions Can Lower Your

Tax Bill

Aside from making your retirement more comforta-
ble, contributing to a tax-deferred retirement plan, such
as an IRA or a 401(k), also reduces your income —
which, in turn, reduces your income taxes. Thanks to
that reduction in taxes, increasing your contribution
won’t take as much of a bite from your paycheck as you
might think. If you earn $75,000 a year, for example, a 5
percent contribution to your 401(k) would put $144
into your account, assuming a 25 percent tax rate. But
your biweekly paycheck will fall by just $108, according
to Fidelity Investments.

Contributions to a traditional IRA are tax-deductible
as long as you meet IRS rules, including income limits.
IRA contributions are fully deductible if you (and your
spouse) aren't covered by a retirement plan at work.
However, the deduction may be limited if you are (or
your spouse is) covered by a workplace retirement plan
and your income exceeds certain limits. For 2022, IRA
deductions for singles covered by a retirement plan at
work aren't allowed after modified adjusted gross in-
come (MAGI) hits $78,000; the deduction disappears for
married couples filing jointly when MAGI hits $109,000.

Retirement contributions made to a Roth IRA or
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Roth 401(k) are done on an after-tax basis: You get no
upfront tax break for these contributions, but withdrawals
taken from Roths in retirement are tax-free. The pretax
money in traditional IRAs and 401 (k)s grows tax-free, but
you'll eventually pay taxes when you start making with-
drawals in retirement.

Because saving an additional $6,500 to a 401 (k) may be
challenging for some, Nicole Gopoian Wirick, a certified
financial planner (CFP) at Prosperity Wealth Strategies in
Birmingham, Michigan, advises her clients to have the catch
-up amount divided evenly over each paycheck and deduct-
ed automatically. “Contributing $250 over 26 pay periods
may seem more attainable,” she says.

Clark Randall, a CFP at Financial Enlightenment in Dal-
las, Texas, encourages his clients to rethink their budgets
to increase their regular retirement contributions through-
out the year. “Budgeting for this expense is the same as
any other. It takes discipline and compromise.”

If you still want to make catch-up contributions to a
traditional IRA or Roth IRA for 2021, you have time. The
deadline is April |5, the filing date for your tax return, un-
less you file for an extension. However, 401 (k)s, 403(b)s,
Thrift Savings Plans and most 457 plans go by the calendar
year, so you'll be investing for 2022 and have until the end
of the year to do so.

You Can Wait Until 72 to Start Your RMDs

Speaking of which, there's also good news on required
minimum distributions (RMDs), the minimum amount you
must withdraw from a tax-deferred retirement plan, such
as a traditional IRA. (Roth IRAs don't require distributions
while the owner is alive.)

Under rules that kicked in in 2020, you can wait until
the year in which you reach age 72 before having to start
taking RMDs. Previously, the age was 70 1/2. If you don't
need the RMD, consider donating it to charity. If you do-
nate your RMD to a qualified charity directly from your
retirement account, up to $100,000, you won't owe in-
come tax on the distribution.

Don’t Forget Your HSA

If your employer offers a health savings account (HSA),
you'll want to make sure to take full advantage of it. The
IRS allows you to deduct your contributions to your re-
tirement account from your gross income, even if you
don’t itemize, and those made by your employer are ex-
cluded from your gross income, too. Any earnings are tax-
free. Your distributions aren’t taxed, provided you use
them for qualified medical expenses, of which there are

Continued on page 12
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The Resilient Library Thinking Ahead Roadmap Website

DOWNLOAD ROADMAP FOR FREE

“Having a financial < A Thinking

. A guide for keeping your
advocate will help -~ éggg%ap money safe as you age ORDER A PRINT COPY

safe and give you
peace of mind. A
financial advocate
might be your
spouse, partner,
adult child, other
relative, close
friend, or even a
paid professional.

keep your money =
-

FREE DOWNLOADS ABOUT US CONTACT US

Are you
prepared?

If something happened and you had

Financial advo- rrouble paying your bills or managing
your expenses, you'd need a trusted
cates can hal‘ld|e linandal advocate 1o Step in and help.

your money mat-
ters like paying
your bills, repay-
ing money you
owe, applying for
government bene-

fits, managing Did you know?

property, filing in- : : ks S
3 One in five people age 75-72 have mild cognitive impairment or dementia. This risk increases
surance clai ms, to one in two for people in their 80s. Research shows that even mild cognitive impairment
paying taxes. and makes it hard for people to manage their money on their own.
3

keepi ng an eye on Although many people remain financially sharp as they age, it's smart to have a plan for

) whatever changes may lie ahead. The Thinking Ahead Roadmap will help you protect your
your retirement money from scams, exploitation, and costly financial mistakes by choosing someone you trust
savings. to be your financial advocate.

Your financial ad-
vocate needs to Being in charge of your money tomorrow starts
know what matters with planning today.

to you. They also
need to have the
authority to step in if needed. We’re here to help you pick the right person to help keep your money
safe and ensure your needs are met.”

“ABOUT THE PROJECT—Our goal is to inspire aging adults to plan ahead. Development of the Thinking
Ahead Roadmap was supported by a generous grant from AARP with foundational research sponsored by the
Society of Actuaries. This free resource was informed by: 27 in-depth interviews with elder law attorneys, fi-
nancial advisors, geriatric health professionals, older adults, and caregivers of older adults. It was also guided
by four focus groups interviews with adults from diverse races, ethnic, and income backgrounds; and a 2-
week online forum where more than 120 older adults shared their personal stories and perspectives on ad-
vance financial care planning.”

Page 6 Visit this website at https://thinkingaheadroadmap.org
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Pros and Cons

/in Medicare Coverage

es get their care differs depending on the opt

iari

How benefic

Medicare covers most medical services that beneficiaries need but there are differences in how those

By Sari Harrar

needs are covered, including which providers you can see, what hospitals and other facilities you can access and how

you pay for care. Here are some key differences between original Medicare and Medicare Advantage (MA) plans.
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of the IRS website or through the agency's IRS2Go app.

Savage noted on the podcast, sadly, that many tax-
payers still haven't received their 2020 tax refunds for
returns filed last spring. Said Smith: "We are doing our
best to work through that inventory and get people the
money that they very much deserve."

One wrinkle for 2021 refunds is that the IRS isn't
allowed to issue ones involving the additional child-care
tax credit or that and the earned income credit before
mid-February.

Did You Have Enough Taxes
Withheld in 2021?

If you received a stimulus payment last year, when
preparing your return, you'll want to use information
from the IRS Letter 6475 you should have received. And
if you received the extra child-care credit, you'll want to
use information from IRS Letter 6419.

One tip | offered on the podcast: If you donated to
charity last year, you'll be able to claim a deduction on
your 2021 tax return whether you'll itemize deductions
or not. The maximum write-off is $300 for single people
and $600 for married couples filing jointly.

Savage advised all taxpayers to see if they had
enough taxes withheld in 2021. "If you didn't withhold at
least ninety percent of your tax liability or a hundred
percent of what you paid in [taxes in 2020], you're going
to want to make a quarterly estimated payment in Janu-
ary to avoid penalties," she said.

Fourth-quarter estimated taxes are normally due
January |5th, but this year the date is January |8th due to
Martin Luther King Jr. Day, Savage noted.

Krueger offered this tip for people who filed esti-

mated taxes last year because they were self-employed.

freelanced or had income as an Airbnb host: "If you feel
you overestimated your income, to file for a refund
you're going to use the 1040-ES form and that refund can
be applied to your future quarterly estimated taxes."
One more piece of bad news — if your 2021 in-
come was $73,000 or less and you planned to save mon-

ey by using the IRS' Free File program to file a return

electronically through one of its partners, know this:

Volume 18 Issue 1

TurboTax and H&R Block aren't participating.

Looking towards 2022 taxes, Savage said, people
72 and older should pull together their 2021 state-
ments from their traditional Individual Retirement Ac-
counts and their 401 (k)s to see how much they'll need
to withdraw as their Required Minimum Distributions
(RMDs) this year to avoid owing tax penalties. There
are no RMDs for Roth IRAs.

I mentioned on the podcast that a new study by
the Hearts & Wallets financial services research firm
found that the biggest money management topic pre-
retirees said they needed advice on was developing a
strategy for withdrawing income from their different
accounts.

So, if you're nearing retirement, you might want
to meet with a tax pro or financial adviser to help
make the right withdrawal moves — but maybe wait till
after April 18th, when things have cooled down. O

Richard Eisenberg is the former Senior Web Editor of the

Money & Security and Work & Purpose channels of Next
Avenue and former Managing Editor for the site. He is the
author of How to Avoid a Mid-Life Financial Crisis and has been
a personal finance editor at Money, Yahoo, Good House-
keeping, and CBS MoneyWatch. Read More

Excerpted from Timely Tips for Filing Your 2021 Tax Return

| NextAvenue.org

g

Money

Three Nationally Recognized
Personal Finance Experts
Talking About Your Life in Retirement

Friends Talk Money is proud to be sponsored by the

North American Securities Administrators Association
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Salem Public Library

28 E Main Street
Salem VA 24153

Phone: 540-375-3089
Fax: 540-389-7054
Email: library@salemva.gov
Website: https://
www.salemva.gov/
departments/salem-public-
library

ABOUT THIS NEWSLETTER: This free, semimonthly (twice a month)
newsletter is intended for adult caregivers and those interested in healthy aging
topics and resources. DISCLAIMER: The content of this newsletter is intended for
general information and educational purposes only. The views and opinions ex-
pressed throughout this newsletter are those of the articles’ authors and do not
necessarily reflect the views or opinions of any other agency, organization, em-
ployer, publisher, or company.

SUBSCRIPTION INFORMATION: If you would like to subscribe, you can either
call the library OR email us at library@salemva.gov OR pick up a print copy in
our . We will also post a link on our website home
page to view this newsletter online.

LIBRARY SERVICES/EVENTS BEING OFFERED AT THIS TIME:
OUR HOURS: Mon to Thurs, 10am to 8pm and Fri to Sat, |0am to 5pm.

AFTERNOON BOOK CLUB— Tuesday, March 29, | pm—Conservation Con-
versation: Books on Climate Change — Read any book—fiction or nonfiction-on
climate, earth conservation, or weather events. A list of librarian-recommended

titles is available.

Continued from page 5

many — from ambulance rides to X-rays. Plus, the ac-
count is yours: You can take it with you to a new job and
use the funds in retirement.

For 2022, you can contribute up to $3,650 if you
have coverage for yourself, or up to $7,300 for family
coverage. The catch-up is an additional $1,000 if you
reach 55 during the year. However, your contribution
limit is reduced by any amount your employer contribut-
ed that has been excluded from your income.

You Get a Bigger Standard

Deduction at 65

The standard deduction, which reduces your taxable
income and, in turn, lowers your tax bill, gets better with
age. In 2022, when you fill out your federal income tax
forms for income earned in 2021, married couples will
get a standard deduction of $25,100, up $300 from tax
year 2020. For single taxpayers and married individuals
filing separately, the standard deduction rises to $12,550,
up $150 from the previous year.

If you are 65 or older and file as a single taxpayer,
you get an extra $1,700 standard deduction for tax year
2021 and an extra $1,750 for tax year 2022. Married and
filing jointly? The extra standard deduction is less per
person if only one person is 65 or older — $1,350 for
the tax year. If both are 65 or older, the standard deduc-
tion increases by $2,700. For taxpayers who are both 65-
plus and blind, the extra deduction is doubled.

The only drawback for some taxpayers with the high-
er standard deduction is that it sets a very high bar for
itemizing deductions. It doesn't make sense to itemize if
your deductions aren't higher than the standard deduc-

tion. Nevertheless, a deduction is a deduction, and get-
ting a larger standard deduction is something to cheer
about.

Bonus: If you're 65 and up and have a straightforward
return, you might be able to use the new simplified Form
1040-SR for seniors. It has larger type for those who still
file taxes by paper, there are places to enter such things
as Social Security benefits and retirement distributions,
and there's a handy chart that shows the bigger standard
deductions.

Take Your Charitable Deduction

Before It Goes Away

Because the standard deduction is so high, many peo-
ple are no longer able to itemize their deductions. (It
makes no sense to itemize if you get a bigger bang for
your buck from the standard deduction.) For tax year
2021, however, a person filing a single return can take a
$300 deduction for cash gifts to qualified charities. Those
filing jointly can take $600. You can take this deduction if
you take the standard deduction but not if you itemize.

You may want to dab your eyes a bit as you take this
deduction: It goes away in tax year 2022. [

Patricia Amend has been a lifestyle writer and editor for 30
years. She was a staff writer at Inc. magazine; a reporter at the
Fidelity Publishing Group; and a senior editor at Published Image, a
financial education company that was acquired by Standard &
Poor’s.

Excerpted from Tax Breaks After 50 You Can’t Afford to Miss

| from AARP.org
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